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* Members of Executive Committee 


As Directors of your Company, we hereby submit this 
consolidated financial report on the operations of the Company 
for the fiscal period ended December 31, 1974. 


The gross operating revenue was of $131,268,000.00, as 
compared to $111,964,000.00 in 1973 and $87,341,000.00 
in 1972. It is evident that your Company was quite active in 
1974. Even with the inflation factor, the real volume of work 
carried out exceeded that of 1973. An increasing number of 
contracts are now being carried out on a management basis 
with the result that only the Company’s fee is included in 
gross operating revenue and not the value of the work being 
performed. If this tremd-eontinues, our statements in the 
future will show an appreciable decrease in gross operating 
revenue which will not realistically indjcate the dollar volume 
of work under our direction. ; 


j Se ee cs 
A ‘comparison of the 1974 net profit (loss) with that of 
previous years is as follows: 


1972: $848,000.00 
1973: $894,000.00 ~ 
1974: ($278,000.00) = 


One must also take into consideration the fact that, under 
Canadian taxing provisions, it is not possible to file tax 
returns on a consolidated basis. Accordingly taxes are exigible 
for 1974. Our statement provides for the payment of these 
taxes which substantially increases our over-all loss for the year. 


In 1974 and early 1975, we settled certain outstanding 
claims, including one with the Department of Public Works 
regarding the External Affairs building project, but this did 
not improve the Company’s profit position, as we had 
previously accounted for the recovery of these claims. The 
Parsons & Whittemore case, which arose in 1968, has at last 
been set down for hearing before The Supreme Court of 
Canada in the fall of 1975. It is interesting to surmise 
what approximately 2,500,000 1968 dollars, which Parsons 
& Whittemore have retained over the years at our expense, 
will be worth if The Supreme Court sustains the earlier awards. 


During 1974, most of our construction contracts were 
severely penalized by increased costs for labour and materials, 
for which we have not been compensated. The slowdown in 
productivity which was particularly noticeable in Quebec was 
an additional burden. 


Conditions in the Industry 


Last year, we outlined our fears concerning the possibility of 
restraints being implemented to fight inflation. Though such 
restraints. were not put into effect, many projects were 
nevertheless cancelled because of increased construction costs. 
Certain areas in Canada such as Alberta and Quebec still hold 
substantial prospects for work, but, on the other hand, the 
Maritimes, Ontario and British Columbia are showing a serious 
decrease in proposed capital investments. 


The labour situation remains very tense in general. In Alberta 


it is hoped that a new collective agreement will be signed - 


without a strike which would injure all parties involved. 


Directors Report to the Shareholders 


a a4 
Pee er 


The Foundation Company of Canada Limited 


The Company’s backlog at the beginning of 1975 is comparable 
to that of 1974. We hope to be less penalized by inflation in 
1975 than we were in 1974. 


Besides spectacular work such as the CN Tower, which 
everyone admires in Toronto, we brought to successful 
completion the Bruce Nuclear Station Water Intake and the 
Terrace Bridge over the Skeena River and substantially 
furthered the complex renovations carried out on the Sydney 
Steel Plant in Nova Scotia and the Dalhousie Wharf in New 
Brunswick. The Canada Cement Lafarge Plant in Quebec was 
also completed, unfortunately at a heavy financial cost. In 
Ottawa, many buildings were completed and handed over to 
the Department of Public Works. 


Foundation Construction Services Ltd. 


We have recently incorporated a new specialized subsidiary, 
Foundation Construction Services Ltd. This new organization 
has a skilled team of engineers and managers to provide 
construction management and possibly, in the future, turnkey 
services to clients in the heavy and industrial fields. It offers 
all the construction services, systems and know-how required 
to manage substantial projects and is at present handling the 
Group’s participation in the Peruvian and Algerian projects. 
These major foreign activities are now well under way and 
can be looked at confidently. 


As in the past, FENCO‘’s success stands out, mainly in 
industrial, transportation and marine work. Its Energy Division 
benefited by its partnership with Gulf Interstate Engineering 
Company which resulted in the incorporation of a new 
company, Energy Systems Engineering Limited. Its recurring 
work with major steel companies and its Arctic and foreign 
work are also worthy of mention. It has a very healthy 
backlog of contracts which is much higher than any other 
year in the history of the Company. 


GEOCON LTD. has furthered its specialized engineering 
services most successfully in Canada and abroad. Its banner has 
been flying in Algeria, Nigeria, Haiti, Ireland, Great Britain, 
Guyana and the Honduras. 


The expansion of our mechanical and electrical subsidiary, 
A.D. ROSS & COMPANY LIMITED, has continued, in 
Particular in Western Canada. It would have had a much better 
over-all result in 1974 had it not been for the labour situation 
in Quebec. 


As to the equipment companies, one of them, ATLANTIC 
TUG & EQUIPMENT COMPANY, suffered from the American 
recession which should, however, not continue; whereas 
CONSTRUCTION EQUIPMENT COMPANY ’s operations were 
hindered by its required move to a new location in Bramalea. 
However, there appear to be interesting prospects for foreign 
sales, particularly in conjunction with other subsidiaries’ foreign 
operations. 


Development Activities The Board of Directors wishes to thank all those who have 
worked for the Company and assure them that it greatly 


Following the defection of developers, the Group became appreciates their efforts. 


involved in two residential projects, Place Radisson in Hull 
and Mackenzie Plaza in Hay River. These buildings, which 
have a total of 750 apartments, froze important amounts of 
money which will only be freed by the sale of these assets. We On behalf of the Board: 
are devoting all our efforts towards this purpose. 


Personnel : re 
The Company and its employees were subjected to difficult CAtaeh— pote 
¢ 


and trying conditions in 1974. However, 1975 holds promise ; 
for better fulfilment. We hope that all those who care about President and Chief 
Foundation will find it a more rewarding year. Chairman of the Board Executive Officer 


Price Waterhouse & Co. 


chartered accountants 
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May 6, 1975 


AUDITORS' REPORT 


To the Shareholders of 
Canadian Foundation Company Ltd.: 


We have examined the consolidated balance sheet of Canadian 
Foundation Company Ltd. and its subsidiaries as at December 31, 1974 and the 
consolidated statements of income and retained earnings and changes in 
financial position for the year then ended. Cur examination included a 
general review of the accounting procedures and such tests OF accounting 
records and other supporting evidence as we considered necessary in the 


circumstances. 


In our opinion, subject to the satisfactory outcome of litigation in 
progress as described in Note 7, these consolidated financial statements 
present fairly the financial position of the companies as at December 31, 1974 
and the results of their operations and the changes in their financial position 
for the year then ended, in accordance with generally accepted accounting 


principles applied on a basis consistent with that of the preceding period. 


RGSS 


Chartered Accountants 


Canadian Foundation Company Ltd. 


and Subsidiary Companies 


Consolidated Financial Statement 


December 31, 1974 


Consolidated Balance Sheet - December 31, 1974 


ASSETS 


Current Assets 


Gash at: bank:andionhandd..seecttecreencere rare ence ee canoes 


Government bonds at cost (market value $108,000; 
1973 — $104,000) including $70,000 deposited 


as security on contracts and tax appeals ................ 
‘Frade accounts receivable. ose vive sea) ety ey we) as atevenonc ais ana alert 
Income ‘taxes recoverable 7.32350. .sten ones sacri, aiebene ater 
Investment in joint ventures, net ....... 0... cee eee eee eee 
Contract costs less progress billings ..-. 2... 006220 sess teens 
Properties under construction held for sale (Note 2) ......... 
Construction equipment (Note 7.d)......... 00. eee eee ee 
Prepaid expenses and other assets ..............0e ec eeeeaee 


Mortgages and notes receivable, at cost less current portion 
Investments and advances in incorporated joint ventures, at cost 


Fixed Assets, at cost: 


LATE! es be are ve Se Neate cae ts Revi Sik eatin kane he ee a aes eee eae 
Buitdingsand Improvements aaah ss. ic erases reer meena eer ees 
Furniture and: fixtures: cc... csn'. wieteue + cy Se eoehenere einai eae 
OTRereQuUuIDMeNU sc cn tos cos. ats oo sites pete ehecer eee roee tne ee pert 


Accumutated depreciationus snaive 2. Heke ee Oe tice ten 


Leasehold improvements, at cost less amortization 


$114,000) (1973-2587 ;000) ie denas ik coe arin 


Unamortized debenture discount ..............0..00eeeeue 


December 31 


Sian wee $ 70,000 


ea 111,000 
Rees 25,606,000 
fata She 535,000 
ave state 136,000 
asia 11,304,000 
ape 7,280,000 
pees re 8,118,000 
bert 658,000 


53,818,000 
168,000 


Sf oles 121,000 


Ni siehe 161,000 
Rae ens 683,000 
route 1,124,000 
ci cakews 772,000 


2,740,000 


sherds Mave 1,468,000 


1,272,000 


oe ebeaaha 261,000 


1,533,000 


Sees a 7,000 


$55,647,000 


973 


$ 240,000 


111,000 
22,147,000 
454,000 


710,000 — 


13,072,000 


7,279,000 
584,000 


44,597,000 
248,000 
33,000 


161,000 
679,000 
950,000 
624,000 


2,414,000 


1,291,000 
1,123,000 


117,000 
1,240,000 


9,000 


$46,127,000 


Canadian Foundation Company Ltd. and Subsidiary Companies 


LIABILITIES 


Current Liabilities 


ETON ANICCS (VOLES) cies ape sows tees) Hale wm ae Sle wie He 
Accounts payable and accrued liabilities ................25. 
Notes payable for equipment purchases, secured............. 
Instalments on long-term obligations due within one year 
Freoress billings on contracts, less costs... ..........0.0200: 
EME GOI ten tte tin ats gitele oe a a cabo we wea bes 
DE BEA RCSDAVODICN SF tern. von rb led sxe) al sons ae hale wel ew one 
mercrecuncome taxes (Note 4). 0. ck ee ec ee ed 


Ponatrerm Obligations (NOTED) 2 iF. ek ee eds 


Shareholders’ Equity 


Capital stock (Note 6) — 

Preferred shares — 
Authorized — 855,626 % shares par value $20 
each, issuable in series, of which 165,626 %4 shares 
have been’ designated 6 percent cumulative 
redeemable preferred shares Series A 


ested. (52. 524 ¢-Series A shareseees. ot oe ee 


Common shares — 
Authorized — 2,500,000 shares without nominal 
or par value 


PSseleUle— tt 1.09 GLO SHareSients vale aces or) Poe ag Beare we 
Peer COLe aGiMitGS .< Baws Mth ie 2 eee ee on che ba aye wien 


Contingent Liabilities (Note 7) 


Approved on behalf of the board: 


H. F. Gautrin. Director 
C.P Baker, Director 


December 31 


1974 


$10,419,000 
24,940,000 
4,435,000 
405,000 
3,440,000 
46,000 
181,000 
537,000 


44,403,000 
1,067,000 


3,057,000 


6,092,000 
1,028,000 


10,177,000 


$55,647,000 


1973 


$ 9,434,000 
18,066,000 
3,366,000 
405,000 
2,107,000 
46,000 
50,000 
540,000 


34,014,000 
1,475,000 


3,057,000 


6,092,000 
1,489,000 


10,638,000 


$46,127,000 


Consolidated Statement of Income and Retained Earnings 


Year ended 14 months ended 
December 31 December 31 
1974 1973 
Gross operating FevenUe saa e sce wesc ee ae Oat eee ae $131,268,000 ~ $111,964,000 - 
Operating profit for the period before taking into 
account the following items. oo. <.).k- eee ene eae rare ene $ 2,508,000 $ 2,472,000 
Income: from investMentss fergie <=. a1 ole eathre a eae enone tiene came ener 150,000 96,000 
2,658,000 2,568,000 
Deduct: 
Depreciation and leasehold amortization ..............000eeeee 244,000 209,000 
Amortization of rental equipment.......... 0.0.0 c eee ee ee eee 745,000 955,000 
Interest and discount on long-term obligations ............... 109,000 133,000 
Other interest. expense jac Scie Pan. «cote le eens ee ee ee ae 1,656,000 1,039,000 
2,754,000 2,336,000 
Income (loss) before income taxes and extraordinary items.... — (96,000) _ 232,000 
Estimated income taxes provided (Note 4)... 0. -s.. see ence renee 258,000 121,000 
Income (loss) before extraordinary items ..............65. (354,000) ~ 111,000 ~ 
Profit on sale of escrow funds under the provisions of the 
Income Tax Act relating to the sale of marine equipment ......... - 763,000 
income tax recovery from loss carry-forwards (Note 4) ............05- 76,000 - 20,000 
76,000 783,000 
Net income (loss) for the period (Note 8) ............... (278,000) i 894,000 -~ 
Retained earnings at beginning of period. .............0 0c eee eee ees 1,489,000 824,000 
1,211,000 1,718,000 
Deduct: 
Dividends on preference shares (Note 6) ..........00000eeeeeee 183,000 229,000 


Retained earnings at end of period ...........02 cece eee $ 1,028,000 $ 1,489,000 


Consolidated Statement of Changes in Financial Position 


Financial resources were provided by: 


Operations — 


Net income (loss) before extraordinary items 
Items not affecting working capital — 
Depreciation and leasehold amortization 


Add: 


oe ee es we ew we ew eee 


Amortization of aebenture discount o..442.%-+ oe... sees aes 


Extraordinary 


Mortgages and notes receivable 


[HST ES conc os ne ccC RENCE aria Rts eke er rn hie aE Co eb re a 


PES SET ELEX OC ASSOLS af ree so) Wit e ws dois tw wich ois niin leh wone #8 9 6) WI wel eer 


Financial resources were used for: 


RerCr COLON TOMO-LETITN COE | oe. os sara Saks en de sjeee ene 


Preferred dividends 


EMR MRUNTS LO UIXOGIASSCIS © oo Galo, Feb eels a phic as aie aie a dee g nbd wee 
Investments and advances in incorporated joint ventures.............. 


Increase (decrease) in working capital 
Working capital at beginning of period 


Working capital at end of period 


Working capital at end of period is represented by: 


Current assets 
Less: Current 


Six es WAS) wae) et ess atm) ee ee tee. ate) a) Seeliaie «8 ews is) ielieile © 6 fe (a) Kelis) 6) \s)'e a ia 9 


liabilities 


Year ended 
December 31 
1974 


$ (354,000) 
244,000 


2,000 


(108,000) 


76,000 
80,000 
10,000 


58,000 


408,000 
183,000 
547,000 

88,000 


1,226,000 


(1,168,000) 
10,583,000 


$ 9,415,000 


$53,818,000 
44,403,000 


$ 9,415,000 


14 months ended 
December 31 
1973 


$ 111,000 
209,000 
4,000 
324,000 
783,000 


219,000 
553,000 


1,879,000 


611,000 
229,000 
342,000 

33,000 


1,215,000 


664,000 
9,919,000 


$10,583,000 


$44,597,000 
34,014,000 


$10,583,000 


Notes to Consolidated Financial Statements — December 31, 1974 


1. Accounting policies: 


(a) Basis of consolidation — 


The accompanying financial statements include the 
accounts of Canadian Foundation Company Ltd. and 
all its subsidiary companies. 


A foreign subsidiary had a fiscal year ended October 


31, 1974 and its accounts are included as of that date 
and have been translated into Canadian dollars at the 
appropriate rates of exchange. 


(b) Recording of contract profits — 


Profits on cost plus fee work are recorded on the 
basis of the fee billing terms of the contracts while 
the percentage-of-completion method of accounting 
is used for recording profit on other contracts. Losses 
are provided for in full on all contracts as soon as 
they become evident. 


The Group follows the policy of taking into account 
expected recovery on outstanding claims when 
recording contract results. The amount is determined 
after considering the particular circumstrances of the 
contract and is based on the experience of the Group 
with claims over a long period of years. 


(c) Recording of unincorporated joint ventures — 


The Group records its proportionate share of the 
joint ventures’ costs, revenue and profits together with 
any advances to or from the joint ventures. Profits 
from these joint ventures are recorded on the same 
bases as outlined in (b) above. 


(d) Construction equipment — 


Construction equipment comprises equipment, tools 
and supplies for sale, rental and/or use in the Group’s 
construction activities. The basis of valuation of the 
equipment is the lower of cost or market value. The » 
cost of equipment out on rental is amortized based 
on a percentage of rental income. 


(e) Fixed assets — 


Fixed assets are stated at cost. Expenditures on major 
replacements, extensions and improvements are 
capitalized while the costs of maintenance, repairs, 
renewals or replacements other than those of a major 
nature are charged to expense as incurred. Depreciation 
is provided on the diminishing balance method 
applying rates which will reduce the original cost to 
the estimated residual value over the useful lives of 
the assets. 


2. Properties under construction held for sale: 


Cost to December 31, 1974 — 


PIPER ree av ck WEY ig BS Fe ELS each oPAGia echoneutia v1 « dhe wie a Nee ae $ 712,000 
NS ER ae Fee do 6 855 jc Dawes) suis anan Siena Fvehahe ob ahd mveesalenepMees 14,001,000 
RrmeMMEE ATNCHRO GUI IMIOM eia: cxe lr ¢, fof prensa ofa a wat Adaya vere a a’ dtene lw intttbers eaters 50,000 

$14,763,000 


Less mortgage debt — 


9 percent first mortgage on land and building payable 
in equal monthly instalments, including interest, 
maturing in 2009. The total amount of the mortgage 
is expected to be approximately $2,276,000; the 
balance of which has still to be received. Repayments 
will commence on completion of the building which is 
expected to be. in thesummer Of 1975. ....5 enter. oe o0:e white. «ciple ot eieetecs $1,883,000 


10 percent second mortgage on land and building 
repayable in increasing annual instalments over the 
ee LCI EVANS Mr eo recare Gh aley ores sta aire choke ape ore ye teu toes Re Eee RES 450,000 


9 percent first mortgage on land and_ buildings 
repayable in 60 equal monthly instalments of 
$63,000, including interest, with the balance payable 
on the 60th instalment. The total amount of the 
mortgage is expected to be approximately $8,158,000 
of which approximately $1,223,000 will not be 
advanced until completion of the buildings. Repay- 
ments will commence on completion of the buildings 
miMemasiexpecredito Dedh,thnedall Of 19752 sce ce ees es eee ee 5,150,000 


7,483,000 
$ 7,280,000 


Construction is expected to be completed on these 
properties in 1975 at an estimated additional cost of 
approximately $3,100,000. Interest of $880,000 has 
been included in the costs to December 31, 1974. It 
is the intention of the Group to dispose of these 
properties as soon as it is practical to do so and the 
proceeds are expected to exceed the completed cost 
of the properties. 


3. Security for bank advances: 


The Company, and its principal subsidiaries, have 
issued to its bankers a demand debenture as collateral 
security for bank advances. The debenture represents 
a first fixed and specific mortgage and charge on all 
fixed assets of the Companies not otherwise pledged 
under existing bonds or mortgages and a floating 
charge on all other assets. 


5. Long-term obligations: 


Long-term obligations are as follows: 


4% percent sinking fund debentures, Series “A” 
maturing 1976; with a sinking fund instalment of 


$200 000 due in 19 75om. foe ee eee 


6% percent sinking fund debentures, Series ‘’B’’ 
maturing 1979, with annual sinking fund instalments 
of $200,000 each due December 1975 to 1978 
($3,000 of the December 1975 requirement was 


Satisfied trig O74 jie ee, ool, Scere Rent a 


7 percent first mortgage on land and _ buildings 


repayable in 108 equal instalments ................ 


Deduct: Instalments due within one year included 


MCUEreNnt llADINtiCS seretee) tue os access cies eae 


4. Income taxes: 


The Group uses the tax allocation method of 
accounting for income taxes. However, for certain 
subsidiaries, potential tax recoveries of approximately 
$265,000 for losses and other timing differences have 
not been recorded for the year ended December 31, 
1974. The cumulative amount of such unrecorded 
potential tax recoveries at December 31, 1974 is 
$1,054,000. 


The deferred income tax liability is classified as a 
current liability as it relates to the net of items 
classified as current assets and current liabilities. The 
net effect of timing differences during the year relating 
to recorded deferred income taxes was to reduce the 
deferred tax liability by $3,000. 


December 31 


1974 1973 
SN Da ciingaile Sy OEE s $ 400,000 $ 600,000 
Sd Be a Al 997,000 1,197,000 
oN Pete cates _ 75,000 83,000 
1,472,000 1,880,000 
Sc atatd chcoeee cas ane 405,000 405,000 
sake e,2 ceagieneeteens $1,067,000 $1,475,000 


6. Dividend arrears and restrictions: 


(a) 


(b) 


During the year ended December 31, 1974 the 
Company declared preferred dividends in the 
amount of $183,000. At December 31, 1974 
preferred dividends are in arrears by $183,000 
(1973 — $183,000). rae 

Section 122 of the Canada Corporations Act 
required disclosure that the conditions attaching 
to the preferred shares contain a restriction 
concerning the payment of dividends on common 
shares based on the amount of consolidated net 
tangible assets. The financial position of the 
Company is such that this restriction is not 
applicable at this time. In addition, the debenture 
referred to in Note 3 contains a provision that 
the Company may not, without consent of the 
debenture holder, pay any dividend on its 
capital ‘stock. 


7. Contingent liabilities: 


At December 31, 1974 there were possible and 
undetermined liabilities resulting from litigation in 
progress, particularly: 


8. Per share results: 


The net income (loss) per common share is as follows: 


Loss before extraordinary items 
Net income (loss) for the period 


The preferred dividends have been taken into account 
in calculating the above amounts per common share. 


(a) 


(b) 


An original judgement in favour of Cargill Grain 
Company Limited against various defendants 
including a subsidiary which was reduced by 
50 percent by the Quebec Court of Appeal 
in a 1974 judgement to $768,500. This latter 
judgement is expected to be appealed to the 
Supreme Court of Canada. The amount of the 
judgement attributable to the subsidiary has 
still to be determined. The subsidiary will now 
pursue its claim against Cargill for amounts 
owing. The subsidiary does not expect that a 
material adjustment will be required to its 
accounts resulting from the final determination 
of these matters. 


A subsidiary’s claim for payment of accounts 
due from Parsons and Whittemore Pulpmills Inc. 
The subsidiary’s accounts have been prepared 
on the basis of the Queen’s Bench judgement 
dated March 26, 1973 and confirmed April 19, 
1974 in the Court of Appeal for Saskatchewan 
and record a receivable of approximately 
$2,550,000 including interest. Parsons and 
Whittemore have appealed to the Supreme Court 
of Canada. 


Year ended 14 months ended 
December 31 December 31 
1974 1973 
$(.45) $(.10) 


(.38) Se, 


9. Remuneration of directors and officers: 


Remuneration of directors as directors 


— by the company 


— by subsidiaries 


Remuneration of officers as officers 


— by the company 


— by subsidiaries 


M 


Year ended 
December 31 
1974 


$ 


11 
8 
3. 


29,000 _ 


183,000 


14 months ended 
December 31 
1973 


Ut 
5 
3 


$33,000 


69,000 
95,000 
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